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Answer TWO (2) QUESTIONS from SECTION A and TWO (2) QUESTIONS from SECTION B. 


SECTION A 
Question 1 


A government has decided to introduce a price ceiling below the equilibrium price per kilogram of rice. 
What are the expected effects of this price policy? How will the quantity supplied and demanded vary? 
Is this policy efficient? Use appropriate diagram(s) to illustrate and explain your answer. 


Question 2 


Explain the concepts of economies and diseconomies of scale. When are firms going to experience 
them? Use appropriate diagram(s) to illustrate and explain your answer. 


Question 3 


Why does pay tend to rise with age? Is this fair to younger workers? Use appropriate diagram(s) to 
illustrate and explain your answer. 


SECTION B 
Question 4 


Explain what the business cycle is. What are the causes of fluctuations in actual growth in the short 
and long run? Use appropriate diagram(s) to illustrate and explain your answer. 


Question 5 
What are the expected effects of an increase in government expenditure on inflation, GDP and 
unemployment? Are there differences with respect to the effects on inflation, GDP and unemployment 


from an increase in wages? Use appropriate diagram(s) to illustrate and explain your answer. 


Question 6 
What are the effects of a decrease in capital accumulation, led by a decrease in the rate of saving and 
investment on growth in potential output? What is meant by the term “steady-state output’? Use 


appropriate diagram(s) to illustrate and explain your answer. 
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